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EXECUTIVE SUMMARY 

Agriculture in the 21st century faces significant challenges, but these also offer corresponding 
opportunities for investors. Global population growth, urbanisation, rising income levels (especially in the 
developing countries) and biofuels are driving increasing demand for agricultural produce. However, this 
must be achieved against a backdrop of the finite availability of suitable land (and competition for 
alternative uses of existing land), plateauing yield gains and the periodic effects of climate change. As a 
consequence, commodity prices are expected to be structurally higher in the future. The benefits of higher 
prices will ultimately accrue to the owners and operations of agricultural producers. US agricultural land 
offers a strong institutional investment opportunity for taking advantage of these positive long-term 
characteristics. The historic and prospective returns from US agricultural land compares very favourably 
against other prime real assets. 

DEMAND AND SUPPLY 
The world population is forecast to increase by 33% to 
9.5 billion by 20501. Urbanisation is expected to 
continue to be a dominant trend in developed 
countries, whilst emerging countries will see both 
strong economic growth (resulting in a growing middle 
class), as well as urbanisation. These trends are likely 
to bring associated changes in dietary trends (e.g. 
higher animal protein diets). The growth in demand 
for agricultural output resulting from these trends will 
be complemented by the rise of alternative uses of 
output, namely biofuels. As a result, agriculture must 
produce 60-100% more food by 20502.  

The ability of agricultural land expansion to assist in 
meeting the forecasted demand must be seen at a 
granular level. While global resources in aggregate 
may have the potential to meet aggregate demand, 
increases in demand and increases in supply are both 
localised factors. Climate and production challenges 
(political, legislative, control of land, infrastructure) 
over the last decade have demonstrated how 
susceptible global production is to local events. 
Ongoing political challenges to improving production 
in many parts of Africa, South America and Russia and 
related states continue to demonstrate that 
significant production increases from much of the 
additional land that “could” be brought into economic 
production will remain a significant challenge for 
many years to come. In addition, demand for 
agricultural land for urban development also means 
that new land must be brought into production just to 
replace lost area, let alone make net additions. Over 

the past 40 years, there has been a major 
improvement in the yields of major commodity crops. 
Global production has doubled over this time period 
due to an intensification of agriculture, crop 
protection chemicals and latterly, in North and South 
America, through the use of genetic modification 
(GM) technology, which has also widened significantly 
the land area for arable cropping. Repeating this rate 
of growth in the next 40 years, as required by the 
growth of demand, is likely to be much more 
challenging. The Global Agricultural Productivity (GAP) 
Index, which measures the difference between the 
current rate of agricultural production and that 
required to meet future needs, is increasing: the 
current annual growth in productivity is 1.69% per 
annum whereas it needs to be 1.75% per annum to 
achieve a twofold increase in output by 20503. In 
addition, supply is increasingly vulnerable to 
occasional severe climate events; four such events 
within the last 12 years (Central and Eastern Europe in 
2003, Argentina in 2008, Russia in 2011 and the US in 
2012) have reduced global production sufficiently (30-
50 million tonnes per annual event) to cause, in 
combination with increased demand, major increases 
in agricultural commodity prices and resultant food 
pricing. The long-term fundamentals of demand and 
supply, combined with the risk of severe climate 
events (whether increased drought, or intensity of 
rainfall) makes it likely that agricultural prices will 
remain high in the long term, with the risk of there 
being periods with intense volatility. 
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US FARMLAND 
Given the backdrop of a demand-supply imbalance, 
agriculture represents a long-term investment 
opportunity. The US, in particular, is a major global 
agricultural commodity producer and has one of the 
most efficient farming industries in the world. Long-
term investors in US agricultural land have enjoyed 
strong returns (the NCREIF Farmland Property Index 
(Total Farmland) returned 12.5% p.a. in the 20 year 
period from Q2 1995 to Q2 2015, comprised of an 
income return of 7.2% and land appreciation of 5.2%4; 
USDA data show average land value appreciation of 
6.3% p.a. over the period 1960-2015)5, but the strong 
operational fundamentals of farming in the US suggest 
that there remain attractive investment 
opportunities. 

US farmland is a large and broad market, with diversity 
between states, climate, water resource, soil types, 
crop production, markets and routes to market, and 
land use suitability. There are also different 
restrictions on land ownership. The investable 
opportunity set that has been assessed and 
summarized within this paper can be split into three 
broad groupings: (1) the Corn Belt, comprising Illinois, 
Indiana, Iowa, Missouri and Ohio; (2) “Selected States” 
identified by Agricultural Asset Management (“AAM”) 
where there is an established institutional investment 
climate, production scale, favourable returns from 
operating farmland and where AAM have established 
acquisition and farm management operational 
capacity (Arkansas, Colorado, Louisiana, Mississippi, 
Montana, Nebraska and Washington, together with 
Illinois); and (3) remaining states where agriculture 
investment opportunities are perceived to be 
currently less favourable due to a combination of 
other factors such as land price and achievable 
returns, climate, water resources, soil type, distance 
from markets, management capability, corporate 
farm ownership restrictions, suitable infrastructure or 
other factors that affect earning capacity/value, such 
as proximity to urban areas. 

Whilst the Corn Belt has seen the most pronounced 
land value appreciation in recent years and currently 
has the highest capital value per area in the US, value 
has now emerged in certain regions and the Selected 
States still represent value in terms of earning capacity 
relative to value and rent-to-value. However, it is the 
growth of net farm income that is the most significant 

support of value. Cropland values in the Selected 
States have risen 6.6% p.a. on average in the period 
1998-20155, but the average year-on-year change in 
net farm income has been 20% per annum over the 
period from 1998-2013 (the most recent data that 
exists)6. In addition, across the farm sector as a whole, 
the recent growth in farmland prices is not occurring 
under the same conditions that contributed to the 
farm crisis of the 1980s. At the end of 2014, debt-to-
equity ratios were at an all-time low in the US of 
11.5%6, compared with more than 28% in the mid-
1980s.  

Values need to be viewed against a background of 
long-term structural increases in demand versus 
supply, a reduction of the global stocks-to-use ratio, 
and the market movements that have changed the 
fundamentals of crop production economics over the 
last ten years. Needless to say, however, agriculture is 
a long-term business and an investment in agricultural 
land should be long-term in nature.  

US AGRICULTURAL LAND INVESTMENT IN CONTEXT 
US agriculture land, as measured by the NCREIF 
Farmland Property Index (Annual Cropland) has 
shown strong appreciation and income returns over 
the past 20 years. For the period ending Q2 2015, the 
Annual Cropland annualised capital appreciation was 
6.4%, with annualised income of 4.8% (annualised 
total return over the period 11.4%)4. Historical returns 
compare very favourably against other asset classes.  

The asset with the most comparable return profile 
over the longer term is property. At various times over 
the 20 years to the end of Q2 2015, US agriculture 
returns have been more volatile than those from US 
property (as gauged by the NCREIF Property Index7); 
however, periods of increased agriculture volatility, 
around the end of 2006 and again more recently in the 
last couple of years, have coincided with periods of 
elevated performance (when the rolling 3-year 
annualised returns were over 15%). Elevated volatility 
in property returns over the same 20 year period was 
observed when that asset class was in a drawdown 
(around the end of 2010). In addition, the US 
agriculture rolling 3-year returns have been greater 
than zero for the entire period, which is not the case 
for property. 
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Nevertheless, the strong capital growth has meant 
that the income yield generated from US agriculture 
(in relation to capital values) has declined since the 
early 1990s (when it was in the range of 5.5-7% per 
annum) to around 3.5-4.5% at the end of 2014, due to 
yield compression and rising capital values4. However, 
this decline has been markedly less than the decline in 
medium-term government bond yields, which had 
hitherto been at comparable levels but were circa 

200bps lower at year end 2014. The yield on farmland 
is also comparable to prime US property, with the end 
of 2014 cap rate across all US property sectors and 
regions standing at around 5%8. Against prime assets, 
therefore, current valuations do not necessarily look 
excessive. Moreover, regional dispersion within the 
US means that many locations have seen less price 
appreciation in recent years and offer value for a new 
investor today. 
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AGRICULTURAL MARKETS 
Demand for agricultural products is expected to increase by between 60% and 100% to 2050, depending 
on the source, driven by population growth and economic development. Further growth of agricultural 
product consumption from biofuels would add to the growing aggregate demand. This growing demand is 
putting pressures on supply, which is constrained in its ability to respond due to plateauing yield gains, 
accessibility and suitability of potential new cropland and climate change, the impact on production of 
extreme climate events. The net result is likely to be structurally higher commodity prices and attractive 
returns to the owners of agricultural land.             

DEMAND

The FAO projects cumulative growth of world 
consumption of all agricultural products over the 
period from 2005/2007 to 2050 of 60%2; the 2014 GAP 
Report3 suggests that demand will double between 
2014 and 2050. Demand is expected to grow robustly 
for three main reasons:   

 Population: the world population is expected to 
grow by 17-51% (central estimate of 33%) 
between 2012 and 2050, with the majority of the 
growth in developing countries; 

 Incomes: rising real wealth and the growth of the 
middle class in developing countries will result in 
changes to diets, with a corresponding impact on 
demand for agricultural products;  

 Alternative sources of demand: support for 
renewable forms of energy has created new 
demand streams for crops and land use. 

POPULATION 
The UN predicts that there will be an increase in world 
population between 2012 and 2050 of between 17% 
and 51%, dependent on the levels of world fertility. 
Taking the UN prospect for medium fertility, there are 
likely to be 9.5 billion people on the planet by 2050, 
meaning 2.3 billion extra mouths to feed with roughly 
the same resources that are feeding 7.1 billion today. 
This forecasted growth of 33% is actually a much 
smaller increase in the world population than that 
witnessed in the previous four decades (1970–2010), 
when the world population grew by 87% (3.2 billion 
people). Even at the top end (51%), the UN forecasts 
are already predicated on a slow-down in the rate of 
population growth. The majority of population growth 
is likely to take place in less developed regions of the 
world, with Africa, Asia ex-Japan, Latin America, 
Caribbean and Pacific island states the regions 
expected to witness large population growth. In many 

cases, most notably in Sub-Saharan Africa, anticipated 
high population growth may worsen existing problems 
of undernourishment and food insecurity, especially 
where semi-arid agriculture is predominant and 
import capacity is limited2. 

FIGURE 1: WORLD POPULATION GROWTH  

Source: United Nations1. 

FIGURE 2: CHANGE IN WORLD POPULATION BY REGION 

Source: United Nations1. 
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INCOME
Projected world average economic growth between 
2011 and 2050 is generally considered to be circa 2% 
per annum for developed economies and circa 4% or 
more for developing economies9. Within developing 
countries, strong economic growth is likely to be 
associated with an acceleration of urbanisation. Urban 
areas are expected to account for 70% of the world 
population by 2050, up from 49% at present10. 
Increasing wealth and accelerating urbanisation in 
emerging markets will increase overall demand for 
food but also affect dietary and consumption habits. 
Wealthier societies are traditionally associated with 

diets that include more animal protein, although there 
will be country-specific variations and exceptions 
(India, for example, due to cultural and religious 
factors). The speed of the transition is intrinsically-
linked to rising income levels and the distribution of 
those gains across society (i.e. income inequality). 
Countries such as Brazil and China, for example, have 
already seen rapid changes given the economic 
growth that they have seen in recent decades. In 
developed markets also, there will be a continuation 
of the structural changes in diets towards satiety and 
over-nutrition2.

FIGURE 3: REAL GROWTH IN GDP AT PURCHASING POWER PARITY (PPP) AND POPULATION GROWTH, 2013–2060 

Source: United Nations11. 

FIGURE 4: CONSUMPTION GROWTH IN CROP PRODUCTS, 2011/2013–2023 

Source: OECD/FAO 12. 
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OTHER IMPACTS
The advent of biofuels also has the potential to 
increase crop demand and is modelled only to a 
limited extent into the 60% increase in food 
production the FAO states is required by 2050. 
Therefore, more pressure could be put on crop 
production dependent on the outcomes of 
governments’ renewable policies and energy prices. A 
recent FAO working paper postulated that while it is 
difficult to estimate the long-term future use of 
agricultural products for biofuels, these could prove to 
be a major disruptive force to the benefit of 
producers2. In addition, climate change and changing 
weather patterns are not modelled into the FAO 
production increases. As such, the 60% is a net 
increase in required production and does not include 
production increases required to replace loss of 
supply.  

SUPPLY  

Many of the drivers of demand are long established, 
but the ability of the supply side to meet the 
cumulative impact of future growth is increasingly 
challenging. A supply response is constrained by a 
decreasing quantum of land that can be brought into 
productive use, plateauing yield gains and the 
increased prevalence of climate events on any single 
year of production.  

LAND AREA 
There are some 7.2 billion hectares (17.8 billion acres) 
in total of varying degrees of land suitable for rain-fed 
agricultural production. Of this, 1.6 billion hectares 
(22%) are currently in use for crop production and an 
additional 75 million hectares (1%) are in use but are 
not suitable for this purpose. This leaves a balance of 
5.7 billion hectares; 2.8 billion (38%) is under forest, in 
protected areas or already under non-agricultural 
uses, and 1.5 billion (21%) is classified as marginally 
suitable and very marginally suitable, which is of poor 
quality for rain-fed crops. That only leaves 1.4 billion 
hectares of land (18% of the total), to add to the 
existing 1.6 billion, that could be brought into arable 
production2. New land brought into crop production 
must also be sufficient to offset the loss of agricultural 
land to alternative use, especially related to the 
growth of larger urban conurbations due to increased 
urbanisation.  

FIGURE 5: POTENTIAL EXPANSION OF RAIN-FED CROPLAND 

Source: FAO2. 

However, the land that could be brought into arable 
production would require significant investment as 
the majority is pastureland lacking infrastructure, may 
be far away from markets, or is suffering from disease 
or pest challenges. Moreover, political factors, which 
are likely to have prevented such land from being 
farmed more productively in the past, are another 
critical impediment to making this land productive. 
Furthermore, much of this additional land is located in 
a small number of countries. Just 13 countries13 

account for 60% of the 1.4 billion hectares of 
additional prime or good land and so the distribution 
of yet unexploited land is very unequal.  This is likely 
to necessitate increased trade and foreign direct 
investment with these countries2.  

YIELDS 
A study carried out by ESA/FAO3 concluded that yield 
increases represent by far the most available source of 
increased global food production, rather than 
expansion of land area (Figure 6). And, where land is 
available, expansion assumes a conducive political and 
legislative environment for land and infrastructure 
investment and trade, which is not the case in Sub-
Saharan Africa, parts of the former Soviet Union and, 
more recently, Argentina, and is not likely to be in the 
foreseeable future. Hence, there will be a continued 
reliance on developed country productivity gains. 

Global yields have been the mainstay of production 
increases in the past due to an intensification of 
agriculture, greater use of fertiliser crop protection 
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chemicals and, latterly, in North and South America, 
the use of GM technology, which has also enabled the 
expansion of the land area for arable cropping.  For 
cereals, the world average yield was 1.4 tonnes per 
hectare (0.6 tonnes per acre) in the first half of the 
1960s, grew to 2.4 tonnes per hectare (0.9 tonnes per 
acre) in the first half of the 1980s and is now 3.4 
tonnes per hectare (1.4 tonnes per acre)2. However, 

yield growth within developed economies has more 
recently plateaued at around 44kg/ha per year, 
reducing the percentage annual growth rate. If 
maintained, relative levels of growth will continue to 
decline going forwards. Indeed, the OECD estimates 
that there will be more moderate yield increases in the 
medium term (to 2023) than historically, as well as 
relatively weak area expansion12 (Figure 7). 

FIGURE 6: SOURCES OF GROWTH IN CROP PRODUCTION, 2005/2007–2050 

Source: ESA/FAO14. 

FIGURE 7: MEDIUM TERM (2023) EXPECTED INCREASES IN YIELD AND HARVESTED AREA BY CROP 

Source: OECD/FAO12. 
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CLIMATE CHANGE 
There is a large body of evidence supporting the belief 
that the earth’s climate system is warming. These 
include observations of increases in global average air 
and ocean temperatures, widespread melting of snow 
and ice and rising global average sea levels15. In a 
recent academic paper, Hansen et al describe the 
chance of unusually warm or cool seasons as the 
“Climate Dice”16. The paper states that that these 
incidents have become more loaded in the past 30 
years, coincident with global warming.  An important 
change is the emergence of a category of extremely 
hot outliers, more than three standard deviations 
warmer than the climatology of the 1951–1980 base 
period. These extreme heat events, which covered 
less than 1% of the earth’s surface in the base period, 
now cover 10%. The implication is that with the rise in 
global temperatures, more weather extremes will be 
seen. 

Severe climate events are increasingly impacting 
annual production. Indeed, there have been four years 
where there has been a major impact in the last 
decade. The effect of climate change was particularly 
marked in the summer of 2012, when weather 
conditions caused one of the most severe drought 

periods the US has ever seen. According to the USDA, 
drought conditions affected approximately 80% of US 
agricultural land in 2012. Despite preliminary 
expectations of a strong maize crop, sustained high 
temperatures from June to August that year damaged 
crops severely. At the same time, drought damaged 
crops in 21 regions in Russia, an area of 5.5 million 
hectares (13.5 million acres). Ukraine and Kazakhstan 
were also seriously affected. World production of 
coarse grains fell by 90Mt from projections (145Mt 
was traded in 2012/2013), resulting in a 40% increase 
in price17. Figure 8 shows yield change from the 2012 
Outlook12 and the observed yields in 2012/2013.   

The result of the drought saw large production 
declines in the US and CIS countries, and international 
prices experienced large increases in 2012. The 
resulting price changes are very much correlated with 
the size of the shock and the tightness of the market, 
as shown by contracting stocks-to-use ratios (Figure 
9). This is a relevant factor when considering global 
commodity prices. Similar production/supply side 
shocks were seen in 2003 (Central and Eastern Europe 
drought), 2007/08 (Argentine drought) and in 2011 
(Russian drought/heat wave). 

FIGURE 8: YIELD CHANGES IN 2012 DUE TO DROUGHT  

(% CHANGE BETWEEN OBSERVED YIELDS AND PRIOR YEAR PROJECTED YIELDS) 

 % change Coarse grains Oilseeds Wheat Maize Oats Soyabeans Sorghum 

Kazakhstan  -28 -10 -53         

Russian Federation     -19         

Ukraine -6 -5 -15      

United States       -25 -1 9 -23 

Source: OECD/FAO12. 

OTHER FACTORS 
Many of the demand drivers will also have effects on 
the ability of the agricultural supply to respond. We 
have already touched on how urbanisation has the 
potential to reduce agricultural land at a time when 
new land area needs to be added to agriculture 
production. However, urbanisation and population 
growth will also increase demand for other inputs into 

agricultural product, most prominently water. 
Increased competition for water and its relative 
scarcity (a whole theme on its own) has the possibility 
of limiting the ability of agricultural producers to add 
new productive (and irrigated) land to supply and 
reduce the ability to extract further efficiency gains 
from existing land.  
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COMMODITY PRICES 

Long-term fundamentals of demand and supply, 
combined with the risk of severe climate events 
(whether increased drought, or intensity of rainfall) 

makes it likely that agricultural prices will remain 
high in the long term, with risks of periods with 
intense volatility. 

FIGURE 9: HISTORIC AND FORECAST WORLD COMMODITY STOCKS-TO-USE RATIOS AND PRICE 

Source: OECD/FAO12.

For the 20 years leading up to the mid-2000s the world 
was largely adequately supplied with cereals, 
evidenced by the trend of decline in the real price of 
cereals up to the mid-1980s, and its near constancy 
thereafter up to the major rise in the price index in the 
years 2007-08. While the price rise was the result of 
the convergence of several factors (including the 
impact on supply from climate changes and increased 
human consumption demand), one major factor was 
the rapid increase in demand caused by the input 
requirements (maize) for the production of biofuels18. 
Increases in demand from the non-food sector are 
harder to predict, and are likely to be more sensitive 
to government policy, but were demand to grow in the 
future, there would be additional pressures on prices.  

The OECD/FAO 2013 outlook for commodity prices 
(Figure 9) shows how price expectations have become 
structurally higher. Prices are projected to remain at 
an elevated level over the next decade, with a 
reduction in price volatility in the near term as  

markets give way to more comfortable output 
expectations and increasing stock cover. The price 
projections are predicted under the key assumption of 
normal production conditions and the absence of 
unforeseen market shocks, such as climate events. 
However, when this assumption is relaxed, 
agricultural commodity price prospects clearly 
become more variable. Moreover, with stocks-to-use 
ratios anticipated at or near historical lows for many 
commodities, there is more risk of price rises than 
falls, with further periods of price surges and bouts of 
enhanced volatility in the coming decade. These short-
term price surges have been a feature of recent years 
(2003, 2008, 2011 and 2012) and could occur again in 
the event of any substantial production shortfalls, or 
other restrictions on commodity flows taking place in 
major producing or trading regions in the coming 
decade. Any such events could result in substantially 
higher average prices for agricultural commodities in 
the next decade than are currently projected12. 
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US FARMLAND 

The US is a major global agricultural commodity producer and has one of the most efficient farming 
industries in the world. As such, it is well placed to benefit from the macro factors affecting agriculture. 
Long-term investors in US agricultural land have enjoyed strong returns (the NCREIF Farmland Property 
Index returned 12.5% p.a. (in the 20 year period from Q2 1995 to Q2 2015), comprised of an income return 
of 7.2% and land appreciation of 5.2%; USDA data show average land value appreciation of 6.3% p.a. over 
the period 1960-2015), but the strong operational fundamentals of farming in the US suggest that there 
remain attractive investment opportunities. 

THE MARKET 

US farmland is a large and broad market, with diversity 
between states, climate, specific locations, soil 
types/crop and land use suitability. About 370 million 
hectares (915 million acres), or 40% of the total US 

land base, was used as farmland in 201220. Farmland 
exists in all states, although there is a concentration of 
high quality farmland in the Midwest, referred to as 
the Corn Belt.  

FIGURE 10: MAP OF US AGRICULTURAL REGIONS 

Source: Agricultural Asset Management.   

The ownership structure of farmland in the US 
remains dominated by family ownership, including a 
sizeable proportion of retired operators. The majority 
of farms (88% by number; 48% by acreage) can be 
categorised as small family farms (annual aggregate 
agricultural output of less than $0.35m per annum). 
Within small family farms are a significant number of 
farms where the principal operator is retired (29% by 
number; 12% by acreage), presenting an opportunity 
for change of control as part of generational transfers. 
A further significant minority (7% by number; 41% by 

acreage) is under family ownership, but has annual 
aggregate agricultural output above $0.35 million per 
annum. Farm real estate in the US is the principal 
source of collateral for farm loans, enabling farm 
operators to finance the purchase of additional 
farmland and equipment, or to meet current 
operating expenses. Many farm households rely on 
land holdings as a retirement fund, though unlocking 
equity or capital from land held within family 
ownership, particularly to cater for succession and 
distribution of capital to the next generation, can 
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often lead to the need for land to be sold. This is 
particularly relevant given the ageing nature of farm 
owners and operators in the US. Outside of family 
ownership, only 3% of farms by number, but 11% by 
acreage, are owned by corporations, whether by 
specialist investors or by commercial farm 
operations20.  

Since the farm crisis of the mid-1980s, farm real estate 
values (including land and buildings) have been 
increasing in both nominal (see Figure 11) and real 
terms19. The correction (average across all states) in 
2009 and 2010 compared with 2008 amounted to 
6.8% (or circa $270 per acre) caused by the reduction 
in commodity prices in 2009 and 2010 harvests (which 
followed the recovery of supply in the period after the 
Argentina drought of 2007/2008). The US all-states 
average land market resumed its upward trajectory 
with the 2011 and 2012 increase in commodity values 
associated with the 2011 and 2012 global harvests, 
which were again adversely affected by extreme 
climate events (Russia and US respectively). The 
correlation between land values and farm incomes is 
referred to later in this section. Over the last year 
(2014), land values increased by 4.0%. 

Land values vary enormously in the US. Appendix 1 
illustrates average farm real estate values across all 
states (excluding Alaska and Hawaii) from 1960 to 

2014. And according to the 2015 USDA agricultural 
land values survey, the lowest value land was in New 
Mexico at $510 per acre, due to its very poor 
productive potential (and low rainfall) and few 
alternative uses, and the maximum was Rhode Island 
at $13,800 per acre, reflecting the pressure exerted 
from alternative use from nearby New York and 
Boston. The disparity is not surprising.  

It is not only the regions that distort the average (e.g. 
the Corn Belt); agricultural land use also creates a 
differential in price, in particular cropland versus 
pastureland. When measured on a national basis, 
cropland values have over the past few years 
exceeded pastureland primarily due to the higher 
returns associated with cropland. The ploughing out of 
pastureland with the use of GM technology and no-till 
farming has enabled row crop production to become 
the highest margin farming activity on land which 
would not previously have been viable. In states 
where this is not seen, it is often because agricultural 
land is near urban areas, drawing stronger demand for 
housing or recreational development19. It should be 
noted, however, that in 2015 pastureland has seen an 
increase in performance versus cropland as 
commodity prices have fallen, resulting in lower 
income for cropland farms and lower input costs for 
pastureland (for example, feed for beef, which in itself 
has seen price increases).

FIGURE 11: AVERAGE US FARMLAND VALUES, 1960–2015 

Source: USDA, National Agricultural Statistics Service5; Bloomberg. *Compound Annualised Growth Rate (CAGR), 20 years to 2015. 

 

0

500

1,000

1,500

2,000

2,500

3,000

3,500

19
60

19
62

19
64

19
66

19
68

19
70

19
72

19
74

19
76

19
78

19
80

19
82

19
84

19
86

19
88

19
90

19
92

19
94

19
96

19
98

20
00

20
02

20
04

20
06

20
08

20
10

20
12

20
14

$/
ac

re

Average US farmland value (all states) Average US farmland value (all states, inflation adjusted)



  

THE US AGRICULTURAL LAND INVESTMENT OPPORTUNITY 14 

INVESTMENT OPPORTUNITY

Recent increases in aggregate cropland values within 
the US have raised some questions about whether 
farmland values have reached levels that cannot be 
supported sustainably by expected agricultural 
returns. However, there are significant regional 
differences in the US land market and, in recent 
quarters, prices have eased slightly in the most 
expensive regions.  

The current US agricultural land investment 
opportunity can be separated into three distinct sub-
sectors: 

 The Corn Belt, comprising Illinois, Indiana, Iowa, 
Missouri and Ohio. This region has seen the most 
pronounced land value appreciation in recent 
years and currently has the highest agricultural 
capital value per area in the US. However, more 
recently, pockets of value have presented 
themselves, most notably in Illinois.  

 “Selected States” identified by AAM where there 
is an established institutional investment climate, 
production scale, favourable returns from 
operating farmland and where AAM have 
established acquisition and farm management 

operational capacity (Arkansas, Colorado, 
Louisiana, Mississippi, Montana, Nebraska, 
Washington, along with Illinois). 

 The remaining states where agriculture 
investment opportunities are perceived to be 
currently less favourable due to a combination of 
other factors such as land price and achievable 
returns, climate, water resources, soil type, 
distance from markets, management capability, 
corporate farm ownership restrictions, suitable 
infrastructure or other factors that affect earning 
capacity/value, such as proximity to urban areas.  

When discussing valuations in the US it is important to 
distinguish between the average and state-specific 
valuations. Notwithstanding that there are some 
opportunities in the Corn Belt, notably parts of Illinois, 
the subsequent analysis compares the valuations of 
farms in the Selected States to Iowa, in the heart of 
the Corn Belt. As the chart (Figure 12) below shows, 
the Corn Belt has seen large capital value 
appreciations since 2004 and now commands a 
significant premium over both the US average and 
capital values for the Selected States.

FIGURE 12: VALUE OF CROPLAND 1998 – 2015 (SELECTED STATES & IOWA) 

Source: USDA, National Agricultural Statistics Service5.  
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FARMLAND VALUES 

Farmland values are determined by a variety of factors 
that include expected farm income, interest rates, 
alternative investment opportunities, cost and 
availability of debt financing, supply of land to the 
market, location and farm-specific factors. Farm 
income is driven by factors that include yield, 

commodity prices and costs of production. Factors 
that can affect individual values of land include soil 
productivity, irrigation  availability, proximity to 
market, opportunity for non-farm income or capital 
growth (i.e. residential use), and location to 
constructed developments/conurbations. 

FARMLAND RENTS AND RENT-TO-VALUE RATIO 
One way of analysing farmland values is to examine 
farmland valuation yields from a rent perspective. The 
rent-to-value (RTV) ratio, calculated as cash rent per 
acre divided by the land value per acre, is equivalent 
to an initial yield on valuation. This measure is 
calculated and is used extensively by the USDA. The 
measure is also relevant when comparing how yields 
may compare to interest costs for a leveraged investor 
into farmland. 

Since 1998, RTV ratios have consistently declined 
across both the Corn Belt and in the Selected States. 
This fall has been driven by increases in land values 

outstripping increases in rents. However, this may 
partly reflect a general lag in farmland rents increasing 
to reflect higher land value due to long-term rental 
contracts. In addition, studies show farmland values 
are more volatile than rents. Rising income in the non-
farm economy in recent years may have also 
contributed to increases in farmland values in some 
locations with a more limited impact on rents. 

The correlation of rental values and farmland values in 
the Selected States is, however, very strong over time 
(correlation of 0.98 for the period 1998-2015 for 
average rents against average farmland values). 

FIGURE 13: AVERAGE CROPLAND VALUE AND RENTS OF SELECTED STATES, 1998 – 2015 

Source: USDA, National Agricultural Statistics Service5. 
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FIGURE 14: AVERAGE FARMLAND VALUE AND RTV RATIOS OF SELECTED STATES AND ILLINOIS, 1998–2015 

Source: USDA, National Agricultural Statistics Service5.

FIGURE 15: AVERAGE FARMLAND VALUES AND RENTS OF 

SELECTED STATES, 1998–2015 

Source: USDA, National Agricultural Statistics Service5. 

PRICE-TO-VALUE RATIO 
An alternative way to think about the rental return 
against valuation is to capitalise current cash rents 
using a discount factor. The capitalised value 
represents the estimated discount value of all future 
cash flows to farmland (assuming no growth); it is 
calculated by dividing current cash rent (a measure of 
cash flow generated from agricultural production) by 
a discount factor, usually interest rates. When 
farmland values divided by the capitalised value (the 
price-to-value (PTV) ratio) exceed 1, farmland values 
could be determined to be above fair valuation, 
ignoring potential earnings growth prospects.  

Figure 16 shows the PTV ratios for the Selected States 
and Iowa (for reference). It shows that in 2006 and 
2007 farmland values were not justified on current 
earnings (rent) alone in Iowa. However, in the 
Selected States, the lower US dollar per acre value of 
farmland has meant earnings have supported value 
throughout.   

Figure 16 also models the PTV ratio at interest rates 
(broken lines) recalculated at a constant 4% rate, 
rather than the treasury 10-year note rate used by 
USDA (which for example in 2014 was 2.54%) as the 
prevailing interest rates (solid lines). In the year 2003, 
the prevailing interest rate was 4.01%; if interest rates 
were to jump to the constant 4% rate used (broken 
lines), the PTV ratio would increase sharply over the 
equilibrium value of 1 for Iowa. However, the Selected 
States’ land value would still be supported by rental 
earning potential (i.e. would be below the equilibrium 
value).  

In practice, gradual changes in interest rates have a 
more muted effect on farmland markets as 
expectations change, market participants have time to 
adjust and, as in the last decade, other factors come 
into play, such as commodity prices and net farm 
income growth. This is a relevant consideration given 
the structural change in the demand-supply balance 
and the resultant stock levels of grains (wheat, maize 
and oilseeds) and given the independent forecasts for 
challenges to meeting the ongoing increase in global 
demand.  
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 FIGURE 16: CROPLAND PTV RATIOS 1998–2015 

 

Source: USDA, National Agricultural Statistics Service5; Federal Reserve interest rates. Ratios are calculated as the average cropland value per acre divided by 
the capitalised values. The capitalised value is the per-acre cropland cash rent/interest rate on a 10-year note. The dotted line represents the same ratio, with 
capitalised value calculated using a constant 4% interest rate.  

NET FARM INCOME
Net Farm Income (NFI) is a measure of the operating 
return of farmland and is a vital indicator of the 
earning potential of land. It is defined as the gross 
farm income (cash (e.g. from the sales of goods and 
services) and non-cash income) less the cash and non-
cash expenses, and is directly linked to the value of 
crops being produced, and therefore to commodity 
prices, over time.  

The blended average NFI of the Selected States, 
optimised for cropping type, demonstrates how 
strong farm incomes have been over the last few years 
on the back of higher commodity prices. NFI is notably 
more volatile than rents, reflecting the operating 
nature of the exposure.  

The correlation between NFI and farmland values in 
the Selected States is high at 0.94 but is nevertheless 
lower than the correlation between rents and 
farmland values in the Selected States. Nevertheless, 
the correlation is strong over time and there is likely 
to be a lagging effect as NFI changes get passed 
through to rents. Indeed, the strong NFI growth in 
recent years is likely to be supportive for rents and 
land values. Indeed, while average cropland values in 
the Selected States have demonstrated growth of 
7.0% p.a. in the period 1998-2013, the average year-
on-year change in NFI has grown at 20% p.a. over the 
same period6.
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FIGURE 17: AVERAGE FARMLAND VALUE OF SELECTED 

STATES AND AVERAGE NFI AND RENTS, 1998–2013  

 

Source: USDA, ARMS, Farm Income Accounts data5,6. 

FIGURE 18: AVERAGE FARMLAND VALUES AND AVERAGE NFI 

OF SELECTED STATES, 1998–2013  

Source: USDA, ARMS, Farm Income Accounts data5,6.

LEVERAGE 

Trends in farm incomes, rents and interest rates 
suggest the farmland values in the Selected States 
were supported by farm earnings through the period 
2000-2014; however, states within the US have 
experienced imbalances.  

Since 2009, although farmland values have been high, 
the earning potential from farmland has been more 
than sufficient to justify these levels. Historically low 
interest rates, combined with strong commodity 
prices, have been a significant contributor to the 
ability of the income from US farming to support land 
prices. 

Moreover, debt is at an all-time low, in contrast to the 
early 1980s (Figure 19) when valuation falls coincided 
with a large rise in interest rates by the Federal 

Reserve designed to combat inflation. The rapid 
escalation in interest rates and energy prices 
precipitated a financial crisis in the farming sector that 
led to farm bankruptcies and bank failures throughout 
the 1980s19. Those factors are not in play today and, 
perhaps more importantly, there has been a structural 
change towards a much tighter balance between 
production and a growing demand which has 
fundamentally changed commodity values and farm 
incomes. However, significant decreases in 
commodity values resulting from the first big global 
and US harvests in 2014 for a number of years caused 
a drop in land values in Q4 2014 and Q1 2015, though 
this has occurred at a time of historically low interest 
rates and at a low point in farm funding costs, with 
farms’ balance sheets much stronger than during the 
last crash in the 1980’s.  

FIGURE 19: DEBT/EQUITY RATIO, DEBT/ASSET RATIO, US TREASURY 10-YEAR NOTE INTEREST RATE, US AVERAGE FARMLAND 

VALUE AND AVERAGE CORN PRICE  

Source: USDA, National Agricultural Statistics Service, ARMS5,6.   
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OUTLOOK 

A structural change has taken place over the last ten 
years in stocks and stocks-to-use ratios. This 
underpins much of the optimism surrounding the 
outlook for global agriculture today. This will have a 
lasting impact on farm incomes and as a 
consequence on land values where farm incomes 
and land values are closely correlated (as they are 
in the US), and within efficient agricultural 
production systems where innovation and ongoing 
production efficiency gains can continue to develop 
sustainable, lower cost and lower environmental 
impact intensive agricultural productions systems 
at scale. The US is well placed to benefit from the 
ongoing innovation and efficiency gains needed in 
order to respond to the evolving macro demand-
supply dynamic.  

 

There will be years when the global harvest is better 
matched to meet demand (such as in 2014) and 
some rebuilding of stocks will take place, followed 
by a resultant correction in commodity values (as 
was seen in the latter part of 2013 and 2014). 
However, the increasing and strong demand for 
broad acre commodities, the impact on production 
from climate events and low interest rates, suggest 
that the long-term outlook for farm incomes will 
generally be good. These will support both 
farmland rents and, in turn, farm land values in the 
US, where there is a very close correlation between 
land values and NFI. Therefore, we do not expect a 
sustained reduction or correction in the Selected 
States’ land values as a result of recent commodity 
price reductions; any short-term pull-back in 
valuations could represent an attractive point to 
add exposure.

FIGURE 20: US WHEAT ENDING STOCKS (MMT), US WHEAT WEIGHTED AVERAGE FARM PRICE RECEIVED ($/TONNE) AND US 

AVERAGE FARMLAND PRICE ($/ACRE)  

Source: USDA, NAAS; World Agricultural Outlook Board, World Agricultural Supply and Demand Estimates; U.S. Department of Commerce, Bureau of the Census, 
Fats and Oils: Production, Consumption, and Stocks (M311K), Flour Milling Products (MQ311A), Flour Milling (EC02-311-311211), and Wet Corn Milling (EC02-
31I-311221); US Department of Commerce, National Oceanic and Atmospheric Administration, Fishery Market News; Rice Millers Association; Whey Products 
Institute; and ERS calculations of feed per GCAU.
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US AGRICULTURE LAND INVESTMENT IN CONTEXT 

US agriculture land, as measured by the NCREIF Farmland Property Index (Annual Cropland) has shown 
strong appreciation and income returns over the past 20 years. For the period ending Q2 2015, the Annual 
Cropland capital appreciation was 6.4% p.a., with income of 4.8% p.a. (total return over the period 11.4% 
p.a.). Historical returns compare very favourably against other asset classes, whilst yields remain attractive 
to many prime asset classes on a prospective basis. Moreover, regional dispersion within the US means 
that many locations have seen less price appreciation in recent years and offer value for a new investor 
today.  

FIGURE 21: ANNUALISED ANNUAL CROPLAND AND CORN BELT INCOME AND APPRECIATION, 1991 – Q2 2015 

Source: NCREIF4.

COMPARISON TO OTHER ASSETS 

The characteristics of agriculture investing lend 
themselves to comparison with property, timber, 
commodities and bonds. We also include equities in 
the comparisons. The following indices are used as 
proxies for the respective underlying asset classes: 

 US agriculture: NCREIF Farmland Property Index – 
Annual Cropland; 

 US equities: S&P 500 total return; 

 US bonds: Barclays US Aggregate Bond total 
return; 

 Commodities: S&P GSCI total return; 

 Agricultural commodities: S&P GSCI Agriculture 
total return (comprises wheat, corn, soybeans, 
sugar, as well as cotton, coffee and cocoa); 

 US timberland: NCREIF Timberland total return; 

 US property: NCREIF Property total return. 
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HISTORIC REALISED RETURNS 
US agriculture investments, as represented by the 
NCREIF indices, have outperformed all of the other 
asset classes over the long-term (e.g. 10 and 20 years), 
and has been amongst the best performing asset 
classes over the last five years. Volatility has also been 
low, although there are fewer transactions in 
comparison to the other asset classes. The asset with 
the most comparable return profile over the longer 
term is property.  

FIGURE 22: ANNUALISED RETURNS AND VOLATILITIES —  

5, 10 AND 20 YEARS TO Q2 2015 

 Source: NCREIF4, Bloomberg.

COMPARISON TO PROPERTY 
At various times over the 20 years to the end of Q2 
2015, US agriculture returns have been more volatile 
than those from US property; however, periods of 
increased volatility for US agriculture, around the end 
of 2006 and again more recently in the last couple of 
years, have coincided with periods of elevated 
performance, when the rolling 3-year annualised 
returns were over 15%. Elevated volatility in property 
returns over the same 20 year period was observed 
when that asset class was in a drawdown (around the 
end of 2010). In addition, the US agriculture rolling 3-
year annualised returns have been greater than zero 
for the entire period, which is not the case for 
property. 

FIGURE 23: ROLLING 3-YEAR ANNUALISED RETURNS AND 

VOLATILITIES – 20 YEARS TO Q2 2015 – FARMLAND AND 

PROPERTY 

Source: NCREIF4,7, Bloomberg.  
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DRAWDOWNS 
Drawdowns for the NCREIF Farmland Property indices 
are only really apparent when considering capital 
values in isolation, given that total returns have not 
experienced a draw down since the inception of the 
NCREIF index in 1991, and even then the Annual 
Cropland maximum drawdown was a very slight 0.5%. 
Average land values derived from (annual) USDA data 
go back further than the NCREIF indices, to 1960, and 
show that the maximum drawdown for average US 
farmland reached almost 10% during the recession in 
the mid-1980s, which still compares favourably with 
most of the other asset classes. 

CORRELATIONS AND EFFICIENT FRONTIERS 
Investments in US agriculture have historically 
demonstrated low correlation with other assets, 
including property (see figure 26), which suggests that 
such investments may offer diversification benefits 
and increase overall risk-adjusted returns when 
included in portfolios. Clearly, there are a wide variety 
of “base” portfolios that may be considered, but a 
representative portfolio could be 50% in US equities, 
30% in US bonds and 20% in US property. The efficient 
frontier analysis including the NCREIF Annual Cropland 
total return index indicates that typically the optimal 
risk-adjusted portfolio return occurs when an 
exposure to US agriculture is included, and that this 
also has a positive effect on the absolute return.

FIGURE 24: MAXIMUM DRAWDOWNS - 20 YEARS TO Q2 2015 – TOTAL RETURN AND APPRECIATION (WHERE AVAILABLE) 

TOTAL RETURN 

 
Source: NCREIF4,7, Bloomberg. 

APPRECIATION 

 

FIGURE 25: EFFICIENT FRONTIER - 20 YEARS TO Q2 2015 

Source: NCREIF4, Bloomberg. Quarterly rebalancing. 
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FIGURE 26: CORRELATIONS – 20 YEARS TO Q2 2015 

 Annual 
Cropland S&P 500 

Barclays US 
Agg. Bond S&P GSCI 

S&P GSCI 
Agriculture Timberland Property 

Annual Cropland 1.00       

S&P 500 0.12 1.00      

Barclays US Agg. Bond -0.11 -0.33 1.00     

S&P GSCI -0.11 0.20 -0.19 1.00    

S&P GSCI Agriculture 0.04 0.17 -0.04 0.40 1.00   

Timberland 0.55 0.04 0.09 -0.12 0.04 1.00  

Property 0.14 0.20 -0.10 0.18 0.16 0.31 1.00 
Source: NCREIF4,7, Bloomberg. 

 

FIGURE 27: ANNUALISED RETURNS AND VOLATILITIES – 1, 5, 10 AND 20 YEARS TO Q2 2015 

 Annual 
Cropland S&P 500 

Barclays US 
Agg. Bond S&P  GSCI 

S&P GSCI 
Agriculture Timberland Property 

Ann. Ret. (1 year) 4.33% 7.42% 1.86% -36.81% -13.07% 10.02% 12.98% 

Ann. Vol. (1 year) 0.82% 4.21% 3.22% 29.93% 28.37% 4.89% 0.77% 

Ann. Ret. (5 years) 12.54% 17.34% 3.35% -4.33% 1.26% 6.10% 12.72% 

Ann. Vol. (5 years) 4.42% 12.72% 3.04% 21.16% 26.02% 4.04% 1.17% 

Ann. Ret. (10 years) 13.43% 7.89% 4.44% -6.25% -0.68% 7.95% 8.16% 

Ann. Vol. (10 years) 4.80% 16.21% 3.29% 28.52% 24.63% 5.88% 6.20% 

Ann. Ret. (20 years) 11.44% 8.91% 5.62% 1.91% -3.38% 7.81% 9.75% 

Ann. Vol. (20 years) 4.18% 16.82% 3.50% 24.71% 20.41% 5.42% 4.62% 
Source: NCREIF4,7, Bloomberg. 
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US REGIONAL VARIATIONS 

In the previous chapter we mentioned that the value 
of farmland was not uniform across the US and that 
there has been a significant divergence in pricing 
between many of the Corn Belt states and elsewhere. 
Several of the states that offer institutional 
investment opportunities and are comparatively less 
expensive (termed the Selected States in this paper) 
form part of regional NCREIF indices. Arkansas, 
Mississippi, Louisiana form the Delta states; Colorado 
and Montana fall into the Mountain region; and 
Washington is captured within the Pacific Northwest 
region. In addition, Illinois is contained with the Corn 
Belt. There is no corresponding NCREIF region for 
Nebraska. An analysis of these regions in isolation 
highlights the regional divergence. 

TOTAL RETURNS 
After several years of robust performance, returns 
have moderated slightly over the last year, more 
pronounced in the Corn Belt, which still leads 
performance over the medium and longer-term. 
Whilst the regional variations may look comparatively 
slight over 10 and 20 years, the cumulative impact is 
nevertheless significant.  

CAPITAL APPRECIATION 
Over the past 20 years, capital appreciation has been 
greatest in the Corn Belt, which has resulted in more 
significant yield compression than other regions in the 
US for annual cropland. However, current data 
suggests that prices have plateaued or fallen slightly 
recently, suggesting that some of the “heat” has left 
the markets. 

FIGURE 28: ANNUALISED RETURNS AND VOLATILITIES 

Source: NCREIF4.
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FIGURE 29: APPRECIATION – SINCE END 1991 TO Q2 2015

Source: NCREIF4. 

FIGURE 30: TOTAL RETURNS – 1, 5, 10 AND 20 YEARS TO Q2 2015 

 Corn Belt Delta States Mountain 
Pacific  

North West 
Annual  

Cropland 

Ann. Ret. (1 year) 0.34% 5.78% 6.31% 2.35% 4.33% 

Ann. Vol. (1 year) 1.63% 1.03% 3.50% 1.59% 0.82% 

Ann. Ret. (5 years) 14.80% 13.14% 14.30% 11.17% 12.54% 

Ann. Vol. (5 years) 8.00% 5.32% 7.12% 6.76% 4.42% 

Ann. Ret. (10 years) 14.05% 14.08% 14.15% 11.98% 13.43% 

Ann. Vol. (10 years) 6.84% 4.93% 6.21% 6.67% 4.80% 

Ann. Ret. (20 years) 11.85% 11.29% 11.19% 9.03% 11.44% 

Ann. Vol. (20 years) 5.97% 4.09% 4.99% 5.10% 4.18% 
Source: NCREIF4. 

FIGURE 31: CAPILTAL APPRECIATION – 1, 5, 10 AND 20 YEARS TO Q2 2015 

 Corn Belt Delta States Mountain 
Pacific  

North West 
Annual  

Cropland 

Ann. Ret. (1 year) -2.82% 2.06% 2.44% -1.78% 0.54% 

Ann. Vol. (1 year) 1.68% 1.01% 3.37% 1.61% 0.89% 

Maximum drawdown 2.88% 0.14% 1.81% 2.11% 0.40% 

Ann. Ret. (5 years) 10.70% 9.03% 9.56% 6.32% 8.18% 

Ann. Vol. (5 years) 7.71% 5.23% 6.96% 6.72% 4.26% 

Maximum drawdown 2.88% 0.20% 1.81% 2.11% 0.40% 

Ann. Ret. (10 years) 10.04% 9.43% 9.18% 7.20% 8.96% 

Ann. Vol. (10 years) 6.65% 4.82% 6.14% 6.58% 4.71% 

Maximum drawdown 2.88% 0.20% 1.81% 2.11% 0.40% 

Ann. Ret. (20 years) 7.58% 5.72% 5.82% 4.02% 6.45% 

Ann. Vol. (20 years) 5.87% 4.15% 5.01% 5.08% 4.18% 

Maximum drawdown 3.74% 0.42% 1.81% 3.43% 0.50% 

Source: NCREIF4. 
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INCOME AND YIELDS 
The income yield generated from US agriculture (in 
relation to capital values) has declined since the early 
1990s (when it was in the range of 5.5-7% per annum) 
to around 3.5-4.5% as at the end of 2014, due to yield 
compression and rising capital values. However, this 
decline has been markedly less than the decline in 
medium-term government bond yields, which had 
hitherto been at comparable levels, but are now circa 
200bps lower. The yield on farmland is also 
comparable to prime US property, with the end of 
2014 cap rates across all US property sectors and 
regions standing at around 5%8. Against prime assets, 

therefore, current valuations do not necessarily look 
excessive.  

In addition, there is an importance difference between 
the yield obtainable as a purely property investment 
(earning farmland rent) and that available to an owner 
that also operates the farm (see Figure 33). The 
willingness to take on farmland operation (and be 
exposed directly to NFI) generates attractive relative 
yield. 

FIGURE 32: INCOME, DIVIDEND YIELD AND RATES – SINCE END 1991 

Source: NCREIF4, Bloomberg. 

FIGURE 33: LEASING VERSUS OWNER OCCUPIED YIELDS 

 

Source: Savills22.
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APPENDIX 1: STATE-BY-STATE LAND VALUES 
FIGURE 34: AVERAGE FARM REAL ESTATE VALUES ACROSS ALL STATES (EXCLUDING ALASKA AND HAWAII) – 1960 TO 2014 

 
Source: USDA, National Agricultural Statistics Service5.  
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APPENDIX 2: NCREIF FARMLAND PROPERTY INDICES
Based on returns of quarterly returns (capital, income 
and total) of individual properties (before fees). 

Property return weighted by market value; each 
quarter, the data-contributing members (pension 
funds and other fiduciary managers) submit a market 
value for each farmland qualifying property; the value 
the data contributor submits is the value they believe 
is the property's fair market value as of that particular 
reporting period, i.e. the end of each calendar quarter. 

A change in value from one quarter to another can be 
several reasons, including: 

 the property was externally appraised by an 
independent third party appraiser; 

 observed changes in market conditions as so 
determined by the manager to recognise any 
changes during the quarter in rental rates, 
capitalisation rates, interest rates, a partial sale, 
unexpected capital expenditures, or changes in 
discount rates; and 

 a property value may be adjusted only for capital 
expenditures made during the quarter - 
effectively, an accounting adjustment to reflect 
the amount of the capital expenditure. 

The value submitted can be the previous quarter's 
value because, in the judgment of the 
manager/owner, the property's value did not change 
during the period. 

PROPERTIES: 
 all properties have been acquired, at least in part, 

on behalf of tax-exempt institutions and held in a 
fiduciary environment; 

 all properties are reported on an all-cash, 
unleveraged basis; 

 only agricultural properties; 

 wholly owned and joint venture investments; 

 existing properties only; 

 the number of properties in the database may 
increase quarterly as participants acquire 
properties on an all-cash basis and as new 
members join NCREIF; 

 sold properties are removed from the report in the 
quarter the sales take place (the historical data 
remains); and 

 each property’s market value is determined by real 
estate appraisal methodology, consistently 
applied. 

INCOME RETURN: 
Net Operating Income/(Beginning Market Value + 
Average Quarterly Net Investment) 

 
CAPITAL APPRECIATION RETURN: 
(Difference in Market Value adjusted by Quarterly Net 
Investments)/(Beginning Market Value + Average 
Quarterly Net Investment) 
 

TOTAL RETURN:  
Addition of the income return and the capital 
appreciation return 
 

NCREIF COVERAGE OF SELECTED STATES AND 
ILLINOIS: 
Illinois (Corn Belt, 166 properties in NCREIF index); 
Arkansas, Mississippi, Louisiana (Delta, 69 properties); 
Nebraska (Northern Plains, no NCREIF index); 
Colorado, Montana (Mountain, 47 properties); 
Washington (Pacific Northwest, 55 properties) 
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IMPORTANT LEGAL INFORMATION AND DISCLOSURES 
This communication is issued by Agricultural Asset Management 
("Agri-AM") which is authorised and regulated by the Financial 
Conduct Authority ("FCA"), Firm Reference number 649868. 

No part of this communication may be published, distributed, 
extracted, re-utilised or reproduced and any attempt to do so may 
be restricted or prohibited by law. Recipients are required to inform 
themselves of, and comply with, all such restrictions or prohibitions 
and none of Agri-AM or any other person accepts liability to any 
person in relation thereto. 

This communication does not constitute a personal 
recommendation or take into account the particular investment 
objectives, financial situation or particular needs of any specific 
recipient. Such communications are not intended to provide the 
sole basis for any evaluation of an investment decision. Your 
attention is drawn to the date of issue of this document and of the 
opinions expressed herein. Before acting on any advice or 
recommendations in this communication, recipients should 
consider whether it is suitable for their particular circumstances 
and, if necessary seek professional advice, including tax advice. 
Recipients of this document should note that: ALL INVESTMENTS 
ARE SUBJECT TO RISK; THE VALUE OF SHARES MAY GO DOWN AS 
WELL AS UP; YOU MAY NOT GET BACK THE FULL AMOUNT THAT 
YOU HAVE INVESTED; PAST PERFORMANCE IS NOT A GUARANTEE 
OF, AND CANNOT BE RELIED ON AS A GUIDE TO, FUTURE 
PERFORMANCE; FLUCTUATIONS IN EXCHANGE RATES COULD HAVE 
ADVERSE EFFECTS ON THE VALUE OR PRICE OF, OR INCOME 
DERIVED FROM, CERTAIN INVESTMENTS. 

This communication is for informational purposes only and does not 
constitute, and should not be viewed as, an offer, invitation or 
solicitation in respect of securities or related other financial 
instruments nor shall it be construed as a recommendation for Agri-
AM to effect any transaction to buy or sell securities or related 
financial instruments on behalf of any recipient nor shall it, or the 
fact of its distribution, form the basis of or be relied upon in 
connection with, any contract or commitment in relation to such 
action. The securities that may be described in this communication 
may not be eligible for sale in all jurisdictions or to certain categories 
of investors. This communication is based upon information which 
Agri-AM considers reliable, but such information has not been 
independently verified and no representation is made that it is, or 
will continue to be accurate or complete and nor should it be relied 
on as such. This communication is not guaranteed to be a complete 
statement or summary of any securities, markets, documents or 
developments referred to in this communication.  

Any statements or opinions expressed in this communication are 
subject to change without notice. Neither Agri-AM nor any of its 
directors, officers, employees or agents shall have any liability 
(including negligence), however arising, for any error, inaccuracy or 

incompleteness of fact or opinion, or lack of care, in this 
communication's preparation or publication; provided that this shall 
not exclude liability which Agri-AM has to a customer under the 
Financial Services & Markets Act 2000 or under the Rules of the 
Financial Conduct Authority.  

This document contains certain forward-looking statements, beliefs 
or opinions. These statements concern future circumstances and 
results and other statements that are not historical facts, 
sometimes identified by the words "believes", "expects", "predicts", 
"intends", "projects", "plans", "estimates", "aims", "foresees", 
"anticipates", "targets", "may", "will" and similar expressions. Such 
statements reflect current views with respect to future events and 
are subject to risks and uncertainties because they relate to events 
and depend on circumstances that will occur in the future. These 
forward-looking statements are based on current plans, estimates, 
projections and expectations. These statements are based on 
certain assumptions that, although reasonable at this time, may 
prove to be erroneous. No statement in this document is intended 
to be a profit forecast. No representations or warranties, express or 
implied, are given as to the achievement or reasonableness of and 
no reliance should be placed on, such statements, including (but not 
limited to) any projections, estimates, forecasts or targets 
contained herein. Agri-AM does not undertake to provide any 
additional information, update or keep current information 
contained in this document, or to remedy any omissions in or from 
this document. There are a number of factors that could cause 
actual results, developments, financial targets and strategic 
objectives to differ materially from those expressed or implied by 
statements in this document. Agri-AM, nor any other person 
intends, and no person assumes any obligations, to update 
information or statements set forth in this document. You should 
not place reliance on forward-looking statements which speak only 
as at the date of this document.  

Where references to external resources such as internet websites 
are provided these are for reference purposes, and the external 
resources are not intended to be included as part of this publication; 
Agri-AM has not checked and is not responsible for any external 
content, and makes no representation as to its reliability or 
accuracy.  

Any dispute, action or other proceeding concerning this document 
shall be adjudicated within the exclusive jurisdiction of the courts of 
England. All material contained in this document (including in this 
disclaimer) shall be governed by and construed in accordance with 
the laws of England and Wales.  

Agricultural Asset Management 
Authorised and Regulated by the Financial Conduct Authority  
Registered Office: 1 Tudor Street, London EC4Y 0AH.

20151013-1 
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